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INDUSTRY ON 
‘DRESS PARADE! 


More Facts, Modern 
Styling Add to Usefulness 
of Corporate Reports 


SEE PAGE 3 
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PWING GALI 


WHAT OF SCANDINAVIA? 


Down the hatch go steel beams made in the U.S.A. For the six months ended February 29, 


United States exports were up 33 per cent over the same period a year before. But as the 


European conflict spreads to Scandinavia, dislocating our $200 million a year trade with 


those nations, American finance and industry await another adjustment of our foreign 


commerce, uncertain what the future holds. 
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WHY INVESTMENT BANKING GROWS ARTICULATE 


O one needs to go far afield from 


basic considerations to uncover 
reasons for the current dissatisfaction 
with conditions as they are in the busi- 
ness of distributing new securities. Nor 
are strained analogies necessary to trace 
the community of interest which exists 
between stock exchanges and investment 
banking in the new issue market. 

Market history, statistics and charts in- 
dicate that when offerings of new securi- 
ties are extensive, the market of the New 
York Stock Exchange is usually stirring. 
When the demand for new issues is 
healthy and thriving, and the supply is 
adequate, public interest in Stock Ex- 
change dealings usually is widespread 
and volume turnover substantial. When 
the supply is adequate! During the six 
years ended with 1939, the average an- 
nual output of senior securities, includ- 
ing preferred stocks with bonds and 
notes, was less than 53 per cent of the 
average of similar newly-originated 
issues in the six years from 1925 through 
19230. That is a measure of the inade- 
quacy of offerings in the American 
market during the later 1930’s. 


Reference to the table on page two 


will afford statistical insight into a con- 
dition that concerns not only under- 
writers and selling groups but stock ex- 
changes, as well as investors of many 
classes who have money to put to work 
but cannot find either the quantity or 
wide variety of new issues to which they 
were once accustomed. 

In the table domestic corporation long- 
term bonds and notes are combined with 
preferred stocks in order to record the 
aggregate offerings since 1933 which 
come under the heading of investments. 

Coloring all inferences to be drawn 
from the figures is the astonishing ratio 
of refundings . . . replacements of older 
securities with new ones, without add- 
ing anything to new capital . . . to the 
aggregate of new securities’ offerings of 
1939. About $8.50 of every $10 raised was 
not “new money” at all; only $1.54 of 
each $10 was devoted to machines, build- 
ings, power houses, rolling stock and 
other capital uses for increasing employ- 
ment, to cutting manufacturing costs 
and enlarging the production of neces- 
sary goods and services. 

It will be noted that an irregular trend 
marked the course of 


of output new 


securities’ sales from 1936 to 193g with 
the last year the dullest. The same situa- 
tion prevailed in respect to business on 
the Stock Exchange. It will be seen that 
by far the greater bulk of offerings in 
these years was the product of refunding 
operations—a plain indication of slug 
gish corporate interest in the raising of 
capital for expansion and replacement of 
plant. A parallel lack of positive invest 
ment attention to securities was experl- 
enced on the open market. 

Economists are offering such pointed 
comments on the reluctance of capital 
users to commit themselves to financing 
which would enlarge employment and 
production that the lily need not be 
painted here. Rather, attention may be 
drawn to two factors of deep significance 
to the new securities market and, in a 
collateral sense, to the market on stock 
exchanges: 

Refunding of older securities into 
new ones carrying a lower coupon 
rate is, in the estimation of under- 
writers, practically completed—ex- 
cepting certain corporations which 
enjoy unusually high credit. 


The investment banking business, 








which has been striving for seven 
years to adjust itself to Federal law 
and regulation on the one side, and 
to a falling off of corporate interest 
in the capital market on the other, is 
calling upon the Securities and Ex- 
change Commission for study of 
statute and regulation with the in- 
tent of removing inequalities and 
promoting flexibility in market 

supervision, 

That a comprehensive survey of law 
and rule would bring many points of 


argument forward may be taken for 
granted. From them, too, could spring 
an array of economic facts of much sig- 
nificance to the plans of investment 
bankers in the future conduct of their 
business. 

Like the stock exchanges, organized 
investment banking supports the intent 
of the program comprised in the 
Securities Acts; the points of difference 
with the SEC, which reach over into 
rule and regulation under the Public 
Utility Holding Company statute as 
well, deal primarily with method. It may 
be said, also, that differences have been 
intensified by what might be called “in- 
ferences” growing out of market super- 
vision. 

The close scrutiny by bank examiners 
of the character of securities permissible 
in the portfolios of banks has, in invest- 
ment purveyors’ opinion, acted to restrict 


the market. The increased reliance of in- 


vestors, private and corporate, upon sta- 
tistical bond “ratings,” which seems to 
be the product of difficult times in busi- 
ness, and causes buyers to be more than 
normally partial to issues enjoying a top- 
flight credit recognition, imposes a sales 
restriction which has definitely limited 
certain outlets for new issues. More than 
that, private ratings of bonds by credit 
groups has imposed handicaps upon the 
offerings of new securities by many of 
the smaller corporations, thereby causing 
a lag in financing which affects the plans 
of potential borrowers as well as the 
business of the investment banker. 

Thus, in a period when bank deposits, 
corporate earnings and dividends, and 
evidences of large savings by the public 
indicate a latent demand for securities, 
investment bankers are restive under 
forces which they feel constrict their 
business at both ends . . . unequal regu- 
lations, that affect marketing plans .. . 
rules and inferences which tend to pre- 
vent many corporations of worthy credit 
from approaching the sources of new 
capital. 

In the final breaking of the deadlock, 
stock exchanges and investment groups 
Like 


D’Artagnan and his companions, the 


will have an intimate interest. 
spirit of “one for all and all for one” 
unites all departments of the securities 
market in the task of providing both in- 
dustry and investors with a comprehen- 


sive service. 








INVESTMENT SECURITIES MARKETED, 1933-39 
(In millions of dollars) 


rovAI REFUND- REFUNDING NEW CAPITAL 
YEAR ISSUES ING TO TOTAL TO TOTAL 
1933 S 358.7 $ 114.9 74.76% 25.24% 
1934 290.2 174.9 60.27 39.73 
1935 2,189.7 1,812.3 82.76 17.24 
1936 1,234.1 Sede tet 78.59 21.41 
1937 2,047.0 1,073.3 52.43 47.57 
1938 2,110.9 1,259.8 59.68 40.32 
1939 1,954.9 1,653.9 84.60 15.40 
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“WHATS IN 
A NAME?” 





ONGRESS created the Patent Com- 

mission in 1790. Thereupon a three 
months’ delay occurred before the first 
applicant appeared . .. one Samuel Hop- 
kins, who had invented a process to 
make “pot-and-pearl-ashes.” About thirty 
years later an employee of the Patent 
Office resigned, saying that since inven- 
tions had practically all been made, the 
Office would probably be closed in a 
year or two, and he elected to go while 
the going was good. 

These fragments of history (taken 
from an encyclopedia) bring a peculiar 
significance down to the present. The 
short-visioned employee was undoubt- 
edly a progenitor of modern economist- 
counsellors of despair about America’s 
business frontiers; and, mirabile dictu, in 
every direction around us we see won- 
ders wrought by inventions which are 
the survivors of hundreds of thousands 
of ideas that filtered into the Patent Of- 
fice ... useful gadgets, implements, even 
foods — producers of business volume 
and profits on invested money. 

After the material was gathered to 
symbolize the importance of an after- 
math of invention .. . trademarks . . . as 
displayed in the middle of this issue, the 
impression grew upon us that a pic- 
tured exhibit of investment ideas had re- 
sulted from it. A symposium of com- 
monplace insignia, yet an animated com- 
mentary on the seasoning applied to 
securities of corporations which popu- 
larize their goods year after year! 

Methodical 


“seasoned” stocks as the basis of their 


investors who require 
portfolios may find something beside 
familiar trade names in the gallery and 


accompanying article. 








THE ANNUAL REPORT COMES TO LIFE 


F . gnawersags industry is beginning 
to write its own biography. Appar- 
ently it has grown tired of hearing its 
functions and motives interpreted by 
others, so now it is telling its own story 
in terms of its products, its services, its 
employment, and its human relation- 
ships. The most recent chapter in this 
new history is to be found in the reports 
for the year 1939 which American busi- 
ness corporations are now distributing to 
their stockholders. These reports are the 
best, both in appearance and in content, 
ever to be issued to the investing public. 
More companies than ever before have 
redesigned their reports, making them 
attractive in layout and typography, and 
interesting and easy to read. 

Only a few years ago the corporate re- 
port consisted solely of a maze of figures 
set forth in an accounting-legal jargon 
frequently confusing to the average 
stockholder. To be sure, these reports 
had a sound basis in fact. Many of them 
were developed as a result of the pion- 
eering efforts of the New York Stock 
Exchange in advocating the full disclo- 
sure of corporate information. If the com- 
pany’s securities were listed on the Ex- 
change, then the annual report included 
a surplus and income statement and a 
balance sheet for the corporation and 
each of its subsidiaries; or, after elimi- 
nating all inter-company transactions, 
consolidated figures were presented for 
the parent company and its subsidiaries. 
Under the requirements of the New 
York Stock Exchange, the financial state- 
ments also had to be certified by an in- 
dependent firm of public accountants. 

But while the information essential to 
stockholders may have been set forth 
with conscientious care, the reports them- 
selves all too often were so dry and un- 
interesting that they went largely unread. 

Business management is coming to 


realize today that it is not enough just 
to make the proper information avail- 
able. Stockholders must be enticed into 
reading the annual report! The financial 
statement must be as inviting in format, 
as high in attention value, as the adver- 
tisement or sales promotion booklet with 
which the company seeks to win new 
customers. 


First Line of Defense” 


The nation’s many millions of security 
owners have been pointed to as the “first 
line of defense” for the American system 
of industrial enterprise. Business leaders 
have emphasized the necessity for “sell- 
ing the company to the stockholder via 
the annual report.” These statements 
may over-dramatize the issue, but at least 
they show that management is becoming 
alive to the need for closing up the gap 
between the corporation and its owners 
—a gap that was clearly shown to exist 


in a recent Stock Exchange survey which 


revealed that only about 65 per cent of 
the stock outstanding is voted at the typ- 
ical stockholders’ meeting. 

Management has faced new problems 
in maintaining contact with these own- 
ers since the time when shares in the 
nation’s business enterprises were made 
widely available through the new capital 
and securities markets. The major bene- 
fits of a wider distribution of the evi- 
dences of corporate wealth were accom- 
panied by a minor disadvantage as the 
new stockholders showed a greater un- 
familiarity with corporate affairs. Most 
of the new owners came from Main 
Street, not Wall Street. And the increase 
in their numbers within the span of one 
generation has been phenomenal; for 
example, General Motors had 473 com- 
mon shareholders in 1916, today it has 
364,590. 

But the need for easy-to-read and un- 
derstandable annual reports went un- 


filled for many years. The national spot- 


From Report of American Rolling Mill Company 
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light had to be focused in turn upon 
unemployment, labor controversies, 1n- 
creasing taxes, regulation of business, 
and government competition with pri- 
vate enterprise before management was 
to step forward to explain its activities 
and aspirations in clear and simple terms. 

The reports for the year 1939 are fea- 
tured by clear definitions of company 
policy, realistic statements on the outlook 
for the future, news of research pro- 
grams, and of employee relations, force- 
ful sales presentations of company prod- 
ucts, and colorful pictorial charts offering 


simplified statistical material. 


Tell Amazing Story 


Many of the reports tell an amazing 
story. Taxes are universally higher, wage 
rates are up, and yet in many cases the 
cost to the consumer of the finished 
product or service is lower than it was 
ten years ago. Technological progress 
provides the answer to this seeming 
paradox. 

Laboratory research is featured on the 
cover of General Foods’ report; Good- 
year “looks into the future” in a twelve- 
page pictorial section describing “new 
plants, new methods, new products, new 
opportunities”; Monsanto Chemical has 
inserted between the pages of its report 
an actual sample of its new transparent 
“Vuepak”; 
Johns-Manville points out that more 


packaging material, and 


Average Number of Employees— 
Caterpillar Tractor Co, Report 


nee 


ee ee ee ee ee 
ee ee ee 


















































than half its sales in 1939 were of prod- 
ucts added by research, development, 
and expansion within the past twelve 
years. 

Here’s what one organization — The 
American Rolling Mill Company — has 
to say in its annual report on the storm- 
center subject of labor relations: “The 
management is still awaiting a decision 
in the National Labor Relations Board 
case concerning the company’s plant at 
Ashland, Kentucky, although all testi- 
mony was concluded in June, 1939, after 
hearings that continued over a period of 
more than one year. The direct cost of 
these proceedings to Armco had amount- 
ed to $148,705.46 by December 31, 1939. 
The indirect cost caused by interference 
with operations is incalculable. 

“Should an adverse decision be ren- 
dered, the case will be carried to the 
Federal Courts. 

“As this report is being prepared, the 
company is confronted by a new Labor 
Board complaint attacking the employee 
representation plan at Zanesville. If, in- 
stead of precipitating another series of 
hearings at great expense to the com- 
pany, the Labor Board or anyone else 
who doubts the preference of Armco 
men for their plan of collective bargain- 
ing would call for an immediate election 
under Board supervision, the question 
could be quickly resolved. At our Butler, 
Pennsylvania, plant, where this was 


done, the men voted overwhelmingly in 


Earnings and Dividends— 
General Foods Corp. Report 
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favor of their established representation 
plan. 

“We cannot believe that the people of 
this country approve the harassing of a 
company which has never lost a day’s 
production or failed to pay a day’s wages 
due to labor controversy. The only real 
basis for complaint seems to be that we 


get along with our men.” 


Management’s Responsibilities 


Management shows an_ increasing 
awareness of its responsibilities to the 
public, as well as to the employee, the 
stockholder, and the customer. General 
Motors opens its report with the state- 
ment: “The responsibility of an indus- 
trial organization to present the impor- 
tant facts of the business to its stock- 
holders has always been fully recognized 
by the management of General Motors 
Corporation. The management, how- 
ever, further believes that when the op- 
erations reach the scope and magnitude 
of those of General Motors, there enters 
an added responsibility—one to the com- 
munity at large. Every effort has been 
made to discharge adequately both of 
these obligations.” 

United States Steel, one of the leading 
companies to come out this year with a 
newly-designed report, includes a special 
section on “The Corporation and_ the 
Nation,” in which the affairs of the com- 
pany are related to business conditions 
in the nation as a whole. Steel’s report 
is addressed both to the stockholders and 
to the employees. Goodyear is another to 
combine the two functions. Evidently 
these companies feel that the extremely 
simplified form of financial statement 
best suited to the needs of the employees 
will be appreciated by the stockholders, 
as well. The combined report also avoids 
any possibility of the inference that 
management is “talking down” to the 
employee. 

Other companies, notably General 
Motors and Johns-Manville, have con- 
tinued to publish their separate and well- 


conceived “Reports to Jobholders.” 
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From Report of Monsanto Chemical Company 
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From Report of American Rolling Mill Company 


Many reports describe the effect of 
World War II on company operations. 
On December 13, 1939, the New York 
Stock Exchange wrote to the presidents 
of all corporations having securities list- 
ed on the board and requested them to 
show the extent of foreign items in their 
financial statements to stockholders. 
Many of them have followed this recom- 
mendation. Net foreign assets in Ger- 
many and other countries where the 
transfer of funds is subject to material 
delay have, in a number of instances, 
been segregated in the consolidated bal- 
ance sheet and the accumulated earnings 
transferred to contingent reserve. 

In other cases, where segregation has 
not been made, the extent of foreign 


items has been disclosed by a footnote 


to the financial statements, or directly in 
the text of the report. A few companies 
have furnished separate statements for 
their foreign subsidiaries, including a 
consolidated balance sheet, surplus ac- 
count, and statement of profit and loss. 

The war has received wide editorial 
attention, as well. The opening § para- 
graph of Monsanto’s report reads: “The 
satisfaction of reporting our results for 
1939 is tempered by a realization that 
what otherwise would have been a very 
mediocre year was spurred into great 
activity by the outbreak of the tragedy 
abroad.” 

The A. E. Staley Manufacturing Com- 
pany points out that “regardless of 
whether the net effect of war, while it 


lasts, is favorable or unfavorable to our 


company, the aftermath will be one that 
is certain to be costly to all business and 


all people.” 


What Stockholders Want to Know 

The range of subjects to be covered in 
the annual report naturally is to be de- 
termined from what the stockholders 
want to know — with the exception, of 
course, of trade secrets and confidential 
competitive information. Appropriate 
subjects will vary from one business to 
another, but certain broad specifications 
can be established. Dickson Hartwell, in 
rating the annual reports of some of the 
leading business corporations in the 
March, 1940 issue of The Public Opinion 
Ouarterly,* laid down a very good set of 
specifications. f 

In his opinion, reports should include: 


1. Illustrations, including charts and 
graphs which tend to simplify com- 
parisons, statistical material and 
trends. 

2. Statements of policy on matters which 
may have changed during the year 
or which may have effect on the pub 
lic. Example: decentralization, war 
orders causing undue expansion, pur 
chasing in home markets, ete. 

Statement on employ ee relationships, 

pension plans, employee courses, ete. 


w 


4. Outlook for the future, research prob 
lems and achievements, comment on 
competitive position if not confiden 
tial. 

Financial information in unobtrusive 
detail but with explanatory notes 
which will make it understandable to 
the layman. The auditor's certitica- 
tion should be in simple, clear and 
non-technical language. 


YI 


6. By statement or implication, some in 
dication as to how the corporation 
contributes to the life, liberty, and 
pursuit of happiness of the American 
people. This can be much more eflec 
tive in winning public approval than 
mere complaints about rising taxes. 
A sales statement on the product. 
This is sometimes accomplished by 
implication but it is more generally 
effective if done frankly and torce 
fully. 

8. An intelligent and artistic layout of 
material with a careful selection of 
type and paper. This means more 
than just a “good printing job.” 

*Pubhication of the School ot Public and Interna- 
tional Affairs, Princeton University. 
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A Widened Brokerage Horizon 


Guidance Afforded Investment Clients 
On a Fee Basis Marks a Departure 
In Commission House Service 


NVESTMENT 


We've never considered going into 


advisory work? 
it. Our business is the executing of orders 
on commission . . . besides, there isn’t 
any profit in handling run-of-the-mill 
investment accounts.” 

Seven years ago eight of every ten 
New York Stock Exchange member 
firms would probably have answered the 
question in this fashion. Today research, 
analysis and reasoned advice receive the 
close attention of many brokerage firms. 
Economists and trained analysts are em- 
ployed; the investment account, large or 
small, is sought for, and a growing list 
of brokerage partnerships which charge 
a fee for supervisory service inform their 
clients that they may feel free to have 
their buying and selling orders executed 
elsewhere if they prefer to do so! 

And, through this evolution of broker- 
age practice, economic facts have been 
discovered as a by-product which brokers 
did not know prior to 1934; or, if known, 
were disregarded in periods when busi- 
ness was easier to get than it has been of 
late. For example, a pioneer firm in the 
field 


through closer attention applied to its 


investment advisory learned 
costs in developing a clientele that a 
sizable proportion of “trading” accounts 
were not only unprofitable but consti- 
tuted, also, a drag upon the service which 
the firm desired to render. 

It was discovered, too, that genuine 
efficiency of investment service com- 
manded a higher respect than had been 


envisioned among substantial customers 


6 


trustees of estates, treasurers of college 
corporations, managers of investment 
funds among others. In consequence, the 
solicitation of new accounts was pitched, 
after three years of experience, upon a 
higher monetary plane; the investment 
advisory adjunct of commission broker- 
age, Which had been undertaken more 
or less as an experiment and a stop-gap 
in a dull period, became a medium for 
enlarging the size and adding to the 
stability of this firm’s clientele. 

A survey conducted by THe Excuance 
into the scope of investment advisory 
work among commission houses reveals 
ramifications which hardly were con- 
templated when the movement began. 

From the routine study of published 
reports issued by corporations and statis- 
tical organizations, the task of gathering 
information soon proceeded into more 
individual forms of research. Field men 
were employed next, by some of the 
larger firms, to make private investiga- 
tions of promising investment situations. 
The work of these men, plus the multi- 
plication of statistical studies in the office, 


created a growing library of facts. 


Service To Dealers 
Such 


data grew into wider use than the ser- 


accumulations of investment 
vice of investment clients. Dealers in 
securities, who learned about deposi- 
tories of down-to-date research results, 
sought access to them. In consequence, 
certain Stock Exchange member firms 


have been able to serve a section of the 


securities’ distributing mechanism in 
many parts of the country, on a fee basis, 
with statistical information not easily 


obtainable in other quarters. 


Fulfill Double Function 

The same field “operatives” who dig 
up significant industrial facts often act, 
at the same time, as contacts between the 
firms and corporate and individual in- 
vestors. Thus the circle is rounded in a 
manner to promote economy as well as 
thoroughness — from the _ brokerage 
house to the property selected for invest- 
ment recommendation, on to the in- 
vestor. No strain upon the imagination 
is required to see that a combination so 
complete naturally introduces invest- 
ment advisory procedure into the terri- 
tory where substantial wealth abounds 
and is constantly on the watch for guid- 
ance. 

Another branch growing off from ad- 
visory service has to do with the custo- 
dianship of securities, nominee accounts 
and the like, which are not of recent de- 
velopment but, as inquiry shows, have 
flourished abreast of the attention de- 
voted to clients’ advisory needs. 

Any examination of the spread of ad- 
visory enterprises suggests that modern 
conditions, as well as practice, are fur- 
thering the movement. Prior to 1934, the 
year in which easing credit rates and 
irregular swings of industrial activity 
began to emphasize investment perplexi- 
ties, a vast body of investors looked 


(continued on page /?) 


BILLBOARD picturing a can of 
f , outstares the passing motorist 
... a radio announcer injects a talk about 
.a full 


page, in color, interrupts the magazine 


coffee into a musical program . . 


reader with a message about a roofing 
material, a floor covering, a motor car, 
a brand of cigarettes! Commonplace 
things of everyday use, vying for public 
attention, and to most of the audiences 
merely representing instruments for in- 
creasing sales volume! 

But in the background an unseen 
finger points at a competitive struggle 
for profits, a contest of trademarks for 
the margin of cents or dollars which may 
be converted into dividends and interest 
on securities. 

More attention could be devoted profit- 
ably to the relationship which exists 
between trademarked goods and income 
on investments. As compared with the 
“ground floor” advantage enjoyed by the 
few persons who are sufficiently fortun- 
ate to put risk capital into successful ven- 
a Ford Moior 
Car Company or a Campbell Soup Com- 


tures at their beginning... 


pany ... there are millions who profit 
through participation in the later growth 
of corporations that sturdily hew to the 
line for a long time, continuously push- 
ing out their trademarked wares. 

The march of the General Motors and 
the Chryslers, the Woolworths and the 
Proctor & Gambles, the Standard Oils 
and the Corn Products, the du Ponts and 
the Allied Chemicals, the Union Pacifies 
and the Norfolk & Westerns goes stead- 
ily on. Trademarks and old-established 
reputations for service—good will—have 
values in balance sheets, but, of more im- 
portance to buyers of securities, they de- 
note developed markets and indicate an 
industrial permanence which is charted 
for the future on the basis of past per- 
formance. 

Numbering less than 1,300 out of the 
400,000 corporations in the United States, 
the companies with stocks and bonds 
listed on the New York Stock Exchange 
include, nevertheless, a majority of those 


OLD TRADE NAMES MARCH ON! 


Behind familiar pictures and resonant slogans lies 
a business realm offering incentive for 
envestment exploration 





which make the United States products 
best known in world markets; and in 
respect to value, the list constitutes ap- 
proximately half of the current value of 
all stocks and bonds outstanding in this 
country! 


Goods and Shares 

The photographic display on the next 
two pages . . . of commonplace articles, 
some used in the homeliest of ways, all 
in popular use for many years .. . em- 
phasizes the relationship between well- 
known registered merchandise and the 
Stock Exchange list. 

The business philosophy that marks 
the American urge to name a product is 
founded upon more practical considera- 
tions than bare fancy. To describe a name 
stamped into steel or wood or printed 
with prominence on a package as a “sym- 
bol” is to ignore larger matters. A trade- 
mark stands as a criterion of an indi- 
vidual company’s attainment, also as a 
standard to be maintained at the cost of 
effort and expense, often of millions of 
dollars. When a company pivots from 
$2,000,000 to $6,000,000 a year around an 
advertised name, a not exceptional range 
in the industrial field, the intent is not 
only to sell merchandise but also to per- 
petuate quality ... an item important to 


the investor in that company’s securities. 


Proof of Acceptance 
Stability as well as earnings expected 
from strenuously advertised manufac- 
tures are inherent in an expensively estab- 


lished trademark. The costs involved 


may be deducted from gross profits; but 
consistent advertising imparts capital 
value, also, to a company and thereby 
strengthens the asset position of an in 
vestment made in its stock or bonds. 
From a corporation’s point of view, a 
trademark widely recognized in trade 
and consumer circles is a real implement 
in seeking the advantage comprised in 
listing on the Stock Exchange; it carries 
a proof of popular acceptance of the 
company’s output over a period, along 
with the implied determination of the 
management to enlarge the industrial 
niche which it already occupies. 

A corporation’s decision to apply for 
listing of its securities is shaped by a de- 
sire to secure a larger partnership, and 
open a ready route to additional capital 
in the event that growth should require 
new money. In a genuine sense, too, list- 
ing is a stimulus to a company’s manage- 
ment ... and justification for the ex- 
pense incident to the fixing of its trade- 
mark in consumers’ minds .. . for, be- 
sides the publicity which its reports re- 
ceive and the examination to which they 
are subjected by the Securities and Evx- 
change Commission and the Stock Ex- 
change, its stocks and bonds are con- 
stantly before the public eye. 

And, being publicized over the quota- 
tion tickers and in the news, the listed 
company’s responsibilities in regard to 
management are increased, stockholders 
are better served and vigilance is exer 
cised in seeing that a trademark loses 
nothing of its nurtured value as: a busi- 


hess arouser. 
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INSIGNIA OF 
MARKETS WON! 
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industry, any exhibit of massed trademarks lays 
emphasis upon the vision of generations of bus- 
iness men, with a tacit reference to investment 
values created through long periods of financial 


progress and efficient merchandising. 
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problems 


(This thought-provoking polemic — or 
isn't it?—was contributed by a member 
of the financial community with a num- 


ber of arresting ideas on his mind.) 


HE Wall Street picture has been 

pitch black in recent months. In fact, 
in all my forty years as a member of the 
Stock Exchange I never saw it quite so 
black. 

I got my baptism of fire back in the 
painful panic of 1907. I sweated through 
the World War markets, the boom of 
the twirling ’20s and the boomerang of 
the thrilling ’30s. But I never saw any- 
thing like the dreary stretch of last 
winter. 

Like the average member of the Ex- 
change, I am not a native New Yorker. 
I come from the tall timbers of Tennes- 
see. Three of my four brothers and all 
three of my sisters still live in the moun- 
tain moonshine territory. I visit them 
several times a year and, consequently, I 
keep in close touch with the viewpoint 
of the folks out in the cow-and-plow sec- 
tions of the country. Fact is, I’ve kept the 


old family farm down in Tennessee. Last 
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IS IT AS BLACK 
AS IT LOOKS? 


Broker with unbowed 
head calls for joint 
effort in solving 






year it netted me more profit than my 
Stock Exchange business, and does that 
make my kin laugh! 

In my time on the Exchange, I’ve 
handled orders for the Mannings, the 
Fields, the Durants, and many of the 
other men of mystery who make up the 
mythical “they,” who get credit—or dis- 
credit —for the ups-and-downs of the 
stock market. Furthermore, I’ve known 
almost all of the jigglers and jugglers, 
who in the good old days took the board- 
room tape-worms and hard-lot traders 


for a ride. 





I've never been a Governor of the 
Stock Exchange. To tell the truth, I've 
never known or cared much about what 
went on upstairs. Not that I’m a futili- 
tarian—far from it. But my philosophy 


was always quite simple: I was making 








Candid camera shot of Wall Street just before April’s million-share days began, 


an honest living and as long as every- 
thing was running smoothly, I was will- 
ing to let the Governors run the Ex- 
change. It didn’t make any difference to 
me whether the Old Guard or the New 


School was in power. 


Indices of Health 


I remember when I first joined the 
Exchange, old Joe Manning (God rest 
his soul!) said to me one day: “Son, if 
you want to be a successful broker, keep 
your eye everlastingly on four things: 
(1) your blood pressure, (2) your waist- 
line, (3) the price of Stock Exchange 
seats and (4) the volume of transactions 
on the Exchange. These are the indices 
of your physical and fiscal health!” 


1 a steady 


In recent years I’ve watchec 
rise in my blood pressure and waist-line 
figures and an ominous dwindling in the 
price of seats and sales volume on the 
Exchange. No doubt about it—the Wall 
Street picture does look mighty black, 
even through the eyes of a philosophic 
“Old Timer.” 

It’s only natural that the gloomy out- 
look should have the boys on the floor 
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worried. They are all asking questions 
these days. “Can’t something be done to 
improve volume on the Exchange?” 
“Shouldn’t the Exchange launch an 
instituional advertising campaign?” 


go on the 


“Shouldn’t the Exchange 
radio with a nation-wide educational 
program?” 

These questions and dozens of others 
expressing the same anxiety, are heard 
all over the floor, every day now. Every- 
body wants to help do something. 

This is a very healthy indication. We 
must do something before rigor mortis 
sets in. But, we must realize that this 
which 
plagues us, is not entirely due to the fact 


pernicious volume anemia 
that popular, or political geographers 
map Wall Street as a crooked thorough- 
fare dead-ended by a grave-yard and a 
river. Sure, Wall Street is in the “dog- 
house” with most of the folks on Main 
Street; but that is only one reason why 
the volume of transactions is so low on 
the New York Stock Exchange. And 
before we begin to prescribe any reme- 
dies we must ask ourselves two very basic 
questions: 
1—What are the factors contributing 
to the present low volume on the 
Stock Exchange? 
2—Which of these factors can the 
Stock 
about? 


Exchange do something 

To my way of thinking, the factors 
that have caused and are causing reduced 
transactions on the Exchange may be 
divided, very logically, into two cate- 
gories: (1) Economic and (II) Regula- 
tory or “reform” factors. 

Subjects for Study 

(1) Economic Factors: A chart, show- 
ing the Federal Reserve Index, the vol- 
ume of transactions on the Stock Ex- 
change and several price-averages, would 
illustrate most graphically how the brok- 
erage business comes and goes with the 
flow and ebb of economic tides. Certainly 
none of us is so Canute-minded as to 
believe that the Stock Exchange can do 


anything about these “economic factors”; 


’ 


but I list them here, because I find that 


many folks in Wall Street are inclined 
to overlook their importance as volume 


killers. It is a depressing list: 


(1) General Economic Conditions 

(A) Business Uncertainty ...1n the 
past decade business has enjoyed per- 
iods of increased activity and at the 
present time is in one of these periods; 
but the element of uncertainty has 
never ceased to be present. 

(B) Lack of Prospects for Substan- 
tial Profits. 

(C) Increased Burden of Taxation 
on All Business Enterprises. 
(2) War and its accompanying uncer- 
tainties. 
(3) Uncertain political conditions at 
home and abroad. 
(4) Lack of new corporate capital flo- 
tations attributable to: 

(A) Rigid requirements of Securi- 
ties Act of 1933. 

(B) Lack of demand for new cor- 
porate capital.(See Section (1) A, B 


and C above.) 








(C) Enormous increase in govern 
ment financing which has been used 
in part to replace corporate capital flo- 
tations. 

(D) Possible condition of overcapi- 
talization existing since 1929. (It may 
be that the lack of new capital flota 
tions has had an adverse psychological 
effect on the volume of speculative 
transactions in security markets and 
has also eliminated a large portion of 
the incentive to improve portfolios by 
selling certain holdings to buy some- 
thing new and better.) 

(5) Trend of corporate, institutional 
and bank security holdings from cor 
porate to governmental securities. 

(6) Capital Gains Tax. Although this 
tax has been modified somewhat it still 
tends to reduce the volume of security 
transactions. 


Less Money 


(7) Shrinkage of investment trust and 
individual funds for investment and 
speculation. 


(A) Decline in security prices from 
1929 to 1932. 








(B) Funds “frozen” in low-priced 
secures, 

(C) Divorcement ot banking mnstt 
tutions and security afhliates. 

(1D) Lower personal incomes for the 


past decade. 


(8) High New York State Transter 
Taxes. These taxes definitely curtail 
floor trading and tend to divert trans 
actions to exchanges located out of 
New York State. 

(11) Regulatory or Reform Factors: 
Many of these were instituted by the 
Stock Exchange itself between 1930 and 
1934; but most of them are part and par- 
cel of the Securities Exchange Act of 1934 
and regulations governing the adminis 
tration of the act: 


(1) Restrictions on so-called “mani 
pulative practices.” 
(A) Pools, “jiggles,” “taping a stock,” 
etc. (Note: Highly desirable as these 
regulations unquestionably are, this 
one “reform” has done more perhaps, 
than any one single factor here listed 
to curtail transactions since 1932.) 
(B) Restrictions on open market oper 
ations employed in floating new capi 
tal issues. (This has been relaxed some 
what. ) 


(2) Increased margin requirements. 


(3) Increased margin requirements 
for professional security dealers. 





























(4) Rigorous investigations of in- 


vestment trusts. It is believed that these 
investigations have reduced the secur- 
ity transactions of many of the trusts. 


Under Scrutiny 


(5) Hypercritical inquiry by the 
SEC into the “whys and wheretores” 
of large activity in any stock. 

(6) Regulations on transactions by 
insiders — 1.e., ofhcers, directors and 
large stockholders of a company. 

(>) Restrictions on short sales. 

(8) Higher margin requirements on 
short sales. 

(9) Hyper-scrutiny of and _ restric- 
tions on member, firm and _ partner 
ship transactions for own accounts. 


(10) SEC policy of decentralization 


A Widened Brokerage Horzzon 


(continued from page 6) 


askance at common stocks. Bonds had 
long been the accepted medium of in- 
vestment, but when the rental worth of 
credit began to recede, the presence of 
seasoned equities in many portfolios was 
looked upon with less aloofness. 

For seasoning, the equities viewed 
with most favor were comprised in the 
Stock Exchange list, with its high eligibil- 
ity standards. For listed equities, investor 
Stock 


member firms. For information in re 


patronage turns to Exchange 
gard to such issues, the investor, if he 
Stops to think, could be expected to con- 
brokers whose field of 


sult interest. 1s 


pretty well concentrated upon listed se 
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curities; but it remains to be said that in 
the earlier days of investment advisory 
efforts, the fact that advisors were also 
brokers created an obstacle not easy for 


either investor or broker to surmount. 


Change of View 


In fact, in not a few instances, part- 
ners in member firms which are now 
featuring advisory departments were 
once outspoken against trying to “mix 
oil with water.” In public estimation, too, 
a broker who was paid commissions 
could hardly be expected to be impartial 
when advice was asked of him which 


might result in no commissions at all. 


of security markets—encouraging the 
listing and trading of New York Stock 
Exchange stocks on other exchanges. 


(11) Increased competition from 
over-the-counter houses. 

(12) Drift of large transactions to 
off-the-Exchange markets. 

(13) Increasingly poor size of mark 
ets. 


(14) Restrictions of specialists’ acti 
vities. 


Now, of course, like almost all mem- 
bers of the New York Stock Exchange | 
am an expert on public relations. I have 
definite ideas as to which of the above 
volume-killers the Exchange can do 
something about and, just like every- 
body else on the floor, I know just ex- 
actly what we should do about public 
relations. But that’s another story. The 
sole purpose of this dialectic diagnosis is 
to point out that in any approach to the 
public relations problem of the Stock 
Exchange, we must remember (1) the 
economic tide doesn’t await the dictates 
of public-relations-Canutes; and (2) 
stock tickers are certain to be tied up by 
retorms—just or unjust! 

There is a lot of hard work to be done. 


Let’s get started—today! 





Yet in actual experience it is found that 
brokers with advisory facilities offer no 
objection if clients desire to pay the com- 
missions on portfolio changes to another 
broker! 

The explanation is found to lie in two 
developments: the charging of a fee 
commensurate with the investment ad- 
visory task, and the evident fact that re- 
sults have shown broker-advisors to be 
guided by plain facts as they find them 
and the financial welfare of their cus- 
tomers. The broad background against 
which the impartial character of the 
situation may be examined appears to 
be brokerage realization that investment 
business, as contrasted with trading, has 
become a sturdy, permanent element 1n 
brokerage affairs and in the forward 


plans of commission brokers. 
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Jobs, Fayrolls Up in Business Rise 


UNDREDS of thousands of new 
H jobs and additional millions in pay- 
rolls were created by the improved busi- 
ness prevailing in 1939. Combined fig- 
ures for 12 companies alone — selected 
from among the concerns on the Stock 
Exchange list reporting — em- 
ployment figures for 1938 and 1939 — 
show an increase of 80,417 in the num- 
ber of workers, and a gain of $235,389,141 
in total wages paid. 

The 968,319 employees of these 12 
companies received $1,742,119,g08 in 
wages and salaries in 1939. Employment 
was g.1 per cent higher; total wages were 
up 15.6 per cent. Figures for the indi- 
vidual companies are shown below. Most 
of them have reported the average num- 
ber of employees for the year. However, 
four companies—Allis-Chalmers, A. T. 
& T., Curtiss-Wright, and Westinghouse 
—give the number as of the end of the 
year. Accordingly, the aggregate figures 
on employment are an approximation, 
rather than an exact total. 

Compared with the $1,742,119,908 paid 
to employees in wages and salaries, 


stockholders of these companies received 


$508,541,933 in cash dividends. These 
dividends were distributed among more 


than a million security holders. 


1939 Net Incomes 


Reported 1939 net income for a cross 
section of the Stock Exchange list is 
shown in a second table on page 14. It 
was not practicable to compile both em- 
ployment and net income statistics for an 
identical list of corporations, and there- 
by consolidate the two tables, as many 
of the companies in these lists report 
wages on varying bases. 

For the 25 companies making up the 
cross section, net incomes rose an aver- 
age of 57.4 per cent in 1939. This survey 
represents the partial results of a study 
of corporate earnings now under way in 
the Economist Department of the Ex- 
change. 

With the limitation that only annual 
reports filed with the Stock Exchange 
before April 10 were received in time to 
be included in this portion of the study, 
the tabulation represents—as far as is 
practicable—a cross section, by indus- 


tries, of the Stock Exchange list. Cor- 


porations have been chosen from among 
the leaders in each field, with no attempt 
being made to single out enterprises 
showing poor, average, or good results 
for the year. As soon as all financial 
statements for 1939 have been received, 
Tue Excuance will report income fig- 
ures for a majority of all listed compan- 


ies, assembled by industrial groups. 


Outstanding Gains 


Outstanding among the results for the 
25 companies are: United States Steel's 


conversion of a $7 


737173454 loss in 1925 to 


a $41,119,934 profit in 1939; the 369 per 
cent gain in income marked up by 
Bethlehem Steel as its profits rose from 
$5,250,239 in 1938 to $24,638,384 last year: 
and income rises of 196 per cent for B. F. 
Goodrich Company, and 186 per cent for 
Johns-Manville. 

The 25 companies earned an aggregate 
of $927,005,867 in 1939, and their stocks 
yielded cash dividends amounting to 
$7 36,191,226. This is 34.2 per cent of the 
dividend total of $2,154,940,257 estimated 
for all listed stocks, as reported in the 


March issue of Trt ExcHance. 








NUMBER OF EMPLOYEES AND TOTAL 


Allis-Chalmers Mfg. Co.* 
American Tel. & Tel. Co.* 
Bendix Aviation Corp. . 
Caterpillar Tractor te. ee 
Curtiss-Wright Corp.* . . 


DuPont de Nemours (E. I.) & Ce ‘0. 


General Electric Co. . 
General Motors Corp. 

Inland Steel Co. 

United States Steel Corp. 
Westinghouse Air Brake Co.* 


Westinghouse Elec. & Mfg. Co. 


Votala . « « « 


‘Number of Employees as of end of 


APPROXIMATE AVERAGE 
NU MBER OF EMPLOYEES 


1938 1939 

~ Say 14.456 

292.300 297.100 

‘ i,tde 9,599 

‘ 9,432 10.671 

9.138 12.560 

2 17.400 19.200 
ia: -« <« 4 Saar 62.797 
- . 189.039 220.434 
1T.455 L7.278 

202.108 223.844 

a oe ae 5,455 6.648 
ee o «  Seeoe 13.732 
887.902 968.319 


year. 


WAGES AND SALARIES PAID 


APPNONTMATE TOTAL PAYROLL 
1938 1939 
$ 22,720,053 23.450.004 
5TO.151.000 


564.137.000 
12.362.416 16.362.636 


16,175,494 18.852.101 
14.018. 28 18.364.414 
90.700.000 97.600.000 


LOL.S1 1.000 120,130,000 
300.825.930 386.292.203 
23.560.958 32.281.261 
282,209,332 368.577.711 
8.049.890 9.142.237 
70.459.766 80.916,341 
$1,506.730.767 $1.742.119.908 














A. T.& T. and 


General Motors—paid out a combined 


Two companies alone 


total of $327,679,048 in dividends, which 
is 15.2 per cent of the total for all listed 
stocks. 


Dividends Up 35.7 Per Cent 

The average company, in the list of 
25, paid out 79.4 per cent of its net in- 
come in dividends. And, in amount, 
these payments were 35.7 per cent greater 
than in 1928. 

Improved incomes in 1939 were re- 
ported by 23 of the 25 companies. 
Similarly, one of the most interesting 
figures to be revealed in the forthcoming 
survey of a majority of all listed com- 
panies doubtless will be the proportion 


of enterprises which succeeded in better- 


ing their position in the past year. 
Due to the various accounting meth- 
ods employed by the different com- 
panies, the tabulation cannot be con- 
strued as an exact comparison of finan- 
cial positions. Also, the war in Europe 
has forced some corporations to make 
provisions for changes in the rate of for- 
eign exchange and for losses resulting 
from the operation of foreign branches. 
These emergency provisions may, in 
some cases, cause their data for 1939 to 
show up adversely when compared with 


that for solely domestic corporations. 


Results for Finance Group 
Results are practically complete for 
one of the industrial groups on the Ex- 


change—the “finance group”—and they 


show that 19 out of 25 companies in this 
classification made an improvement in 
1939. For the entire group, the average 
change as measured against 1938 was an 
increase of 8.7 per cent in net income. Of 
the 19 companies making gains, 15 in- 
creased their income, 2 turned losses into 
profits, and 2 decreased their losses. Fig- 
ures for the individual companies can- 
not be compared exactly, as some show 
profits or losses on security transactions 
in their income account, while others 
credit or debit them to a reserve or to a 
special surplus account. Also, this “sam- 
ple” group isn’t to be construed as neces- 
sarily being typical of the list. It merely 
happens to be the first classification in 
which nearly all companies have re- 
ported their 1939 incomes. 





1939 REPORTED 


American Can Co. . 

American Tel. & Tel. Co. 
American Tobacco Co. ; 
Anaconda Copper Mining Co. . 
Bethlehem Steel Corp. (Del.) . 
Celanese Corp. of America . 
Chrysler Corp. 


Commercial Inv. Tr. Corp. 


DuPont de Nemours (E. I.) & Co. 

General Electric Co. 

General Foods Corp. 

General Motors Corp. 

Goodrich (B. F.) Co. . 

Goodyear Tire & Rubber Co. 

Int'l. Business Machines Corp. 

Johns-Manville Corp. . 

Penney (J. C.) Co.. 

Pennsylvania R. R. Co. 

Sears, Roebuck & Co. . 

Standard Brands, Inc. 

Texas Corp. (The) 

United Aircraft Corp. . 

United States Steel Co. : 

Westinghouse Elec. & Mfg. Co. 
Totals 





INCOME AND CASH 
OF THE STOCK 


Consol. Edison Co. of N. Y.. Ine. . 


NET INCOME ( CHANGE 


1939 FROM 1938 
S$ 18,284,963 34.0% 
190,280,877 22.3 
26,427,934 + 3.9 
20,236,552 F292: 1 
24,638,384 + 369.3 
6,374,100 + 157.0 
36.879,828 96.2 
14,505,704 0.6 
36,428,119 +t 4,4 
93,218,664 - Sa.7 
11,235,644 48.7 
15,118.063 11.3 
183,290,221 79.2 
6.628.746 + 195.9 
9.838.797 + 63.6 
9.092.692 +t 5§.0 
4.164.718 + 186.2 
16,481,213 + 20.0 
32:032.525 + 52.6 
37,255,274 + 59.5 
7,396,307 ES. 4 
32.886.807 + 42.1 
9.375.436 + 72.8 
$1.119,934 (Loss in 1938) 
13,854,365 + 53.0 
$927.005.867 57.4 


EXCHANGE LIST 


DIVIDENDS FOR A CROSS SECTION 
CASH DIVIDENDS Oe CHANGE 
PAID IN 1939 FROM 1938 
$ 12,782,323 No Change 
168,181,146 No Change 
25,914,231 0.3% 

10,842,922 + 150.0 
12,246,172 + 63.9 
2,719,133 + 32.0 
21,755,660 + 150.0 
14,525,594 7 Gs 
33,866,842 No Appree. Ch. 
85,918,954 + 922 
40,305,054 + Sa6 
12,490,740 + 536 
159,497,902 + 116.8 
3,878,448 “-ISL0 
5,307,505 + 40.9 
5,119,728 + 30 
2.862.500 + 201.3 
12,719,920 “> FL 
13,167,754 +100.0 
23,876,712 + 43.4 
6,591,974 16.1 
21,752,278 No Appree. Ch. 
5.298.816 + 63.2 
25,219,677 No Change 
9,349,241 + 38.3 
$736,191,226 + 35.7 











STOCK TICKER’S ECONOMIC PLACE 


ie London’s “City,” where less pictur- 
esque language applies to financial 
affairs than on this side of the ocean, a 
transaction in securities is called a “bar- 
gain” in the literal meaning of the word: 
an exchange mutually arrived at. From 
the Yankee point of view, the word sug- 
gests a shrewd purchase, often implying 
an advantage obtained by buyer over 
seller. Speed seldom is considered as an 
element in bargaining. Yet the staccato 
tapping of the stock ticker in a busy day 
epitomizes the making of bargains at the 
fastest tempo thus far devised by man’s 
ingenuity, and with fairness to both 
buyer and seller. 

Bargaining made possible by the ticker 
enables purchasers of stocks to split dol- 
lars into fractions . .. permits thousands 
of watching eyes to see the trend of the 
market at split-second intervals . . . pre- 
sents in a continuous pattern the actual 
record of world-wide impressions about 
prices. The stock ticker, although it is 
engaged with letters and digits, reflects 
and often forecasts important news 
events on all the continents. As an in- 
strument in the American economy, the 
ticker is a factor, even though it be un- 
seen by a majority of the citizens, in 
practically all businesses; and in one way 
or another, it has to do with the ordinary 


process of living of all of us. 


Extends Bargaining 

As for its part in facilitating transac- 
tions, the stock ticker makes bargaining 
practically limitless. No single prospec- 
tive seller of a security on the New York 
Stock Exchange can set his price and 
make that the market price. A single in- 
dividual has a very small voice in the 
making of a price. Whatever his idea 
may be, he is in competition with other 
sellers from Montreal to Tampa, from 


San Francisco to Boston .. . from New 





Ticker Control Room at the New York Stock Exchange 


York to Shanghai. If a seller or buyer 
insists upon his price, a more favorable 
price than the market is offering, he must 
wait until the consensus agrees with his 
idea. The spinning ticker sets the record 
from moment to moment which helps 


to shape majority opinion about prices. 


Sales Contrast 

The significant, though commonplace, 
influence which the running story told 
by the ticker has upon free bargaining 
may be shown through a contrast. Take 
the merchandising of goods! One pound 
of coffee of a particular brand is exactly 
like another of the same brand, yet 
prices at retail may vary widely. The sel- 
ler’s rent, delivery service, if any, clerks’ 
salaries, location, whether “swanky” or 
not, and other factors affect selling prices. 

The price of a stock on an established 
market which is served by the stock 
ticker is affected by no such collateral 
forces. Price publicity afforded by the 
ticker tape gives the “customers” full con- 
trol. True, the price of an active stock 


at one moment is based principally upon 


the price paid a moment before; but 
every figure which the ticker prints 
is evidence of business actually being 
done at a recorded amount. The investor 
considering a purchase of Union Pacific 
or General Motors shares need take no 
word-of-mouth estimate about the price 
he should pay; the ticker tells him what 


buyers are saying the stock is worth. 


Allows No Price Advantage 

This essential function of the ticker 
has a democratic influence which re- 
ceives practically no attention among 
other much publicized elements of dem- 
ocracy. The rich man who elects to add 
to his stock holdings on an American 
stock exchange can obtain no price ad- 
vantage at a given moment over the 
small investor. He is only another buyer 
among a host of buyers, large and small. 
His idea about prices vies with the ideas 
of other investors, frequently including 
those living in many separate countries. 
All of their ideas meet on the floor of the 
stock exchange, and the ticker prints the 


consensus price. If his idea varies from 
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the majority idea, the well-to-do investor 
is cold-shouldered by the majority until 
his price slant coincides with theirs, or 


until price fluctuations move his way. 


Ticker as a Forecaster 


As a democratic power in world af- 
fairs, the stock ticker stands in a unique 
position. If it has not made kings, it has, 
nevertheless, played its part in shaping 
the course of history . The sensitive secur- 
ities markets, served by the volatile tick- 
er, have, on occasion, forecast elections. 
In periods of national doubt, the ticker 
is normally watched as closely in an im- 
portant election year as the various 
voters’ polls for the purpose of detecting 
tendencies of public opinion. 

And when it comes to the forward 


plans of business men, the stock ticker 





has frequently applied a profound pro- 
pulsion to prosperity or depression. A 
brisk, sustained upward trend of prices 
on the tape, and programs for the re- 
opening of closed factories, for the speed- 
ing up of production and the loosening 
of tight credit conditions, have more than 
once signalized the coming of a fresh 
interval of business activity. In reverse, 
the ticker is conventionally a harbinger 
of indifferent times in the offing, before 
slackened industrial orders and reduced 


payrolls begin to reveal the reaction. 


Recent Demonstration 


For a recent demonstration of the stock 
ticker’s almost uncanny “gift” for fore- 
casting, one need go no farther back 
than last September when, upon Eng- 


land’s declaration of war upon Germany, 





the moving finger upon the tape hesi- 


tated for a while, as though feeling 
among intangibles for a sign, and then 
rushed ahead. The expansion of late 
autumn business, with consequent 
strong reflection in annual corporation 
earnings’ statements, later interpreted the 
ticker’s early message. 

The ticker tells an advance story about 
changes to come in the cost of living... 
an increase in steel products prices... a 
developing rise or fall in a corporation’s 
earnings. It is the pulse of business, a 
guide to investors, a political signpost. 
In periods when economic processes have 
unrestricted interplay, it reveals the fun- 
damental thinking of the lenders and 
users of capital and the partners in cor- 
porations who seek continually to dis- 


cover what the future holds for them. 














MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 
1940 MARCH 
MONTH END DATA MARCH FEBRUARY JANUARY 1939 
1. Shares Listed (Mil.) 1444 1,441 1441 1,427 
2. Share Issues Listed (No.) 1.236 1.236 1,236 Lot 
3. Par Value of Bonds Listed (Mil. §) 53.853 53.937 53.988 52.670 
t. Bond Issues Listed (No.) 1,380 1387 1,391 1,390 
5. Total Stock and/or Bond Issuers (No.) 1.303 1.300 1.301 1,299 
6. Market Value of Listed Shares (Mil. 8) 16,695 16,058 15.636 10,921 
7. Market Value of Listed Bonds (Mil. §) 50,006 19.605 19.679 18,352 
8 Market Value of All Listed Securities (Mil. §) 96,701 95,663 95,315 89,273 
9, Flat Average Price— All Share Issues (S$) 11.02 10.54 39.98 37.44 
10. Shares: Market Value Shares Listed (8) 32.34 31.96 31.68 28.69 
ll. Bonds: Market Value Par Value (S) 92.86 91,97 92.02 91.80 
12. Stock Price Index (12/31/24 = 100) (%) 64.3 63.6 63.0 57.0 
13. Shares In Short Interest (Thou.) $9 186 155 530 
14. Total Member Borrowings in N. Y. on Collateral (Mil. §) 570 555 560 655 
Per Cent of Market Value of Listed Shares (C7) ‘22 1.21 1.23 1.60 
Ib. N.Y. S. E. Members’ Branch Offices (No.) 1.049 1,049 1.053 1,081 
16. Total Non-Member Correspondent Offices (No.) 3.668 3.786 3.867 1147 
DATA FOR FULL MONTH 
17. Reported Share Volume (Thou.) 16,270 13.471 15,991 24.563 
Daily Average (Inel. Saturdays) (Thou. ) 651 586 615 910 
Daily Average (Exel. Saturdays) (Thou.) ren 636 665 956 
Ratio to Listed Shares (%) 1.13 0.93 1.11 1.72 
8. Total Share Volume (Incl. Odd Lots) (Thou.) 18541 24,141 31,150 
19. Money Value of Total Share Sales (Thou. §) 186,918 652,915 915,630 
20. Reported Bond Volume (Par Value) (Thou. §) 135,239 120,384 144.917 185,513 
Daily Average (Inel. Saturdays) (Thou. §) 5,410 9,234 3,974 6,87 
Daily Average (Exel. Saturdays) (Thou. §) 5,894 5.703 6,027 7,230 
Ratio to Par Value of Listed Bonds (%) 0.251 0.223 0.268 0.356 
21. Total Bond Volume (Par Value) (Thou. §) 127,344 166,112 195.394 
22. Money Value of Total Bond Sales (Thou. §) 81,807 101,179 137,021 
23. N.Y. S. E. Memberships Transferred (No.) | 6 1 7 
Average Price ($) 30,000 93,000 60,000 66,333 
24. Stock Clearing Corporation: 
Value of All Contracts (Mil. §) 1.638 1,399 2.165 2.916 
Average Price of Settled Shares (8) 23.1 22.9 24.0 26.6 
Notes: Source of the data is N.Y.S.E. Items 13, 14, 18, 19. 21, 22 and 24 are as of ledgers which normally reflect transae- 
tions up to the close of the second full preceding business day. Item 24: Value of all contracts is based on Day and 
Night Branches combined: average price of settled shares is based on share balances settled through the Day Branch. 

















Opinion - Points of View - Counsel 


Letters to the editor,in whole or in part, are presented here as a contribution to current 





discussion of investment, economic and general financial subjects of public interest. 


CHICAGO, ITLL. 

A proxy statement is required of cor- 
porations with securities on a registered 
stock exchange, as I read the Securities 
Exchange Act of 1934, whereas none is 
required of companies whose securities 
are unlisted. One of the big compatiies 
itemized the cost of preparing and issu- 
ing its proxy statement recently at $7,500 
and I read in the newspapers that quite 
a number of smaller concerns spend 
from $1,500 to $2,500 in meeting this 
legal requirement. None of these costs 
could be reckoned as burdensome, may- 
be, but the money is stockholders’ 
money, just the same, and from the 
proxy statements I have read in connec- 
tion with the small investments I own, 
it seems as though the money could be 
used for some more useful purpose. Be- 
sides, the statement requirement lays a 
sort of penalty on listed stocks just for 
being listed and that is a kind of dis- 
crimination which appears unreasonable. 


L. M. 


SF. BOUTS, MO. 

While I can’t say that all of the con- 
tents of THe Excuance pleases me, 
[am glad to see an effort being made to 
brighten the dull road which so much 
investment and market discussion fol- 
lows. Wordy description often fails to 


emphasize a feature as sharply as a pic- 





ture does ... and in picture and text I 


find considerable useful information in 


vour pages. 


S. NP. 


BUFFALO 


Probably the comparison I am going to 
cite has a catch in it, but it may be inter- 
esting to you editors, anyway, as a breath 


from the past. On June 1gog, the 


/ 


Hughes Committee which investigated 
speculation reported on one item as fol- 


k W'S < 


There is a tendency on the part of 
the public to consider Wall Street and 
the New York Stock Exchange as one 
and the same thing. This is an error 
arising from their location. We have 
taken pains to ascertain what part ot 
the business transacted on the Ex 
change is furnished by New York City. 
The only reliable sources of informa 
tion are the books of the commission 
houses. An investigation was made of 
the transactions on the Exchange for a 
given day, when the sales were 1,500, 
000 shares. The returns showed that 
on that day 52 per cent of the total 
transactions on the Exchange appar- 
ently originated in New York City, 
and 48 per cent in other localities. 

In your January issue you noted (page 
3) that 75 per cent of the orders “executed 
for the public” on the Exchange come 
from investors outside of the State of 
New York. The Hughes Committee did 


not separate “public” from “floor trad- 


ing” business; but just the same it strikes 
me that the figures show vividly how 
the SCOPE of interest in Stock Exchange 
activities has spread out in the last thirty 
vears. It might be said that the Exchange 
was primarily of local significance in 
1Qog, whereas it might Now be called a 


national institution. he 


NEW YORK Ciry 


Habits become fixed with the aid ot 
time, and sufhcient repetition establishes 
a custom as unwritten law, a bit of phil 
osophizing which IT shall inflict’ upon 
Tue Exciance in connection with an 
idea that has pestered me for several 
months. For something more than 10 
vears public attention paid to stocks has 
been on the down side, irregularly from 
vear to year, but discernible in statistics. 
Permit the trend to go a little longer, 
and what may be the result? A shrink- 
ing business volume, of course, but also 
a generation of young people—the busi 


é 


ness leaders in a few years—who think 
less and less about stocks, whose fathers 
have been frightened into annuities or 
into savings bank accounts and conse 
quently are less vocal in the family circle 
about the investment qualities of good 
stocks than they used to be. Wouldn't it 
be a sound policy of the Stock Exchange 
and brokers to counteract this drift by 


R. A. H. 


advertising ? 





What Stock Exchanges supply 


besides a convenience to 


INVESTORS 





While a stock exchange is simply a market place where 
orders are executed at prices established through the meet- 
ing of many minds, so brief a description falls far short of 
defining the complete utility to the public of an organized 
market. 

The New York Stock Exchange, as an example, makes 


available a selected list of bonds and stocks so broad and 


varied that most investment requirements may be filled 


from it, with the support of essential facts which the 


Exchange requires listed corporations to disclose. 





INVESTMENT DECISIONS ARE ROOTED 
IN THE USE OF ADEQUATE INFORMATION 








